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EXTENDING STATUTE OF LIMITATIONS WITH RESPECT 
TO CERTAIN OFFENSES 





WEDNESDAY, APRIL 21, 1954 


Unitep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 424, 
Senate Office Building, Senator William Langer, chairman, presiding. 

Present: Senator LANGER. 

Present also: Senators Williams and Johnston; J. Carlisle Ruddy, 
subcommittee counsel. 

The CuarrMan. Let us come to order. 

Mr. Ruppy. Senator, this is a hearing on two bills, S. 1451, in- 
troduced by Senator Butler of Maryland, and S. 3310, introduced by 
Senator Williams, for himself and a number of other Senators. 

The Chairman. We will insert the bills in the record at this point. 

(S. 1451 and S. 3310, the bills under consideration, are as follows:) 


[S. 1451, 88d Cong., Ist sess.] 
A BILL To increase the statute of limitations for offenses not capital from three years to five years 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 3282 of title 18, United States Code, 
is amended by striking out ‘‘three’’ and inserting in lieu thereof ‘‘five’’. 


——— 


[S. 3310, 83d Cong., 2d sess.]} 


A BILL To extend from three to five years the time within which certain criminal prosecutions may be 
commenced 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) section 3282 of title 18 of the United 
States Code is amended by striking out ‘three’ and inserting in lieu thereof ‘“‘five’’. 

(b) Section 3748 (a) of the Internal Revenue Code is amended by striking out 
“three”’ and inserting in lieu thereof ‘‘five’’. 

Src. 2. The amendment made by this Act shall be effective with respect to 
offenses (a) committed on or after the date of enactment of this Act, or (b) com- 
mitted prior to such date, if on such date prosecution therefor is not barred by 
provisions of law in effect prior to such date. 


Mr. Ruppy. The purpose of the two bills is to extend the statute 
of limitations in criminal offenses from 3 to 5 years under title 18 of 
the United States Code, and Senator Williams’ bill has an additional 
provision to extend the statute of limitations from 3 to 5 years in the 
case of offenses against the Internal Revenue Code. 

The CHarrMan. You may proceed, Mr. Olney. 





























2 EXTEND STATUTE OF LIMITATIONS 


STATEMENTS OF WARREN OLNEY, CRIMINAL DIVISION, AND 
H. BRIAN HOLLAND, TAX DIVISION, DEPARTMENT OF JUSTICE 


Mr. Outney. Mr. Chairman, I am delighted to have this oppor- 
tunity of expressing the views of the Criminal Division on these two 
bills. I have not had much opportunity to prepare, however; I 
didn’t learn until 5 o’clock yesterday evening that you wanted to hear 
from me. 

The CuarrMaANn. With the experience you have had, you don’t 
need much preparation. 

Mr. Ouney. I want to make it clear that I am addressing myself 
only to the part of the bill, that is, the provision that is in both bills 
that increases from 3 to 5 years the period of limitation on ordinary 
criminal offenses. 

The provisions that relate to the tax matters, Mr. Holland is better 
qualified to speak on than [. 

In connection with the ordinary run of garden variety criminal 
offenses, we do not think that it is essential that the period of limita- 
tions be extended from 3 to 5 years, for the reason that in a case of a 
bank robbery or an offense of that kind, of violence, where the com- 
mission of the offense comes to public notice at the time the offense is 
committed, experience shows that the period of 3 years, in which to 
bring proceedings, is in general adequate. There have been very few 
cases that have been barred by the running of the statute there. 
And, of course, it is always a good thing to keep the pressure on prose- 
cuting agencies, so that they act promptly and without delay. 

But there are exceptional cases, and there seem to be an increasing 
number of them, where the 3-year period is not long enough for the 
Government machinery to operate and for the prosecution to take 
place. And those, in general, are the kind of offense where the com- 
mission of the offense itself is not brought to public notice at the time 
it happens. 

Now, in the case of offenses that have to do with corruption in 
Government, for example, usually the commission of that offense will 
remain undisclosed for quite a period, sometimes for several years. 
The commission of offenses, such as espionage and related crimes, 
will rems oe undetected for a considerable period. And in cases of that 
kind, the Government is not infrequently severely handicapped by 
the very short period before the running of the statute within which 
the Government can act. 

I take it it was with those cases in mind that these bills were pro- 
posed. 

We think that the adoption of the extension of that period from 3 
to 5 on the ordinary title 18 criminal offenses is a good thing. 

With respect to the possibility that there might be unnecessary de- 
lay in the type of case I mentioned first, where it comes to public 
notice, I don’t think the extension of the statutory period would 
result in a failure of the Government machinery to get going and to 
move as promptly as they should, for the reason that no case, no 
matter what it is, whether it is a bank robbery or whatever it is, im- 
proves with age from the point of view of the prosecutor. All the 
United States attorneys know by experience that the older the case is 
the more difficult it becomes to present and to try. So that, aside 
from the limitations and the possible bar of the statute, there is and 
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would be under this new statute a continuing pressure on the investi- 
gative and prosecuting agencies to act quickly and with dispatch. 
So that on the whole, we think the measure would be a real improve- 
ment. 

The Cuarrman. Thank you, Mr. Attorney General. 

Senator Williams, did you want to make a statement on these bills? 


STATEMENT OF HON. JOHN J. WILLIAMS, A UNITED STATES 
SENATOR FROM THE STATE OF DEALWARE 


Senator Wiiu1Ams. Mr. Chairman, I don’t have any prepared state- 
ment. I would like to say that I think it is very important that we 
enact such legislation, and I agree with the statement made by the 
Department of Justice. The purpose is not to extend necessarily the 
period of time upon which the Department of Justice could prosecute 
a case once they found out about it, because I think the 3 years is 
adequate, and as he stated, a tendency to lengthen out the period 
en a case to trial is not only unfair to the man charged but also 
to the Government, because the evidence gets weaker. 

But in the case of corruption in Government, there are many cases 
which we know are not discovered until it is too late, and there are a 
few of them now. For instance, under the current investigation that 
is under way, we know, from the standpoint of the timing of the law, 
that the statute of limitations is very close to expiring, and no doubt it 
has expired on some prior to the enactment of this bill. 

Of course, as you know, this bill is not retroactive. It can only 
extend the statute of limitations on those cases which have not already 
expired. 

As to the section to which he referred, section (b) of my bill, the bill 
introduced by myself and others, to extend 3748 (a) of the Internal 
Revenue Code, I might say this as to the reason that that was added. 
That was not included in the first draft of the bill that was prepared 
by the legislative counsel, and Mr. Pinion, who prepared the bill, 
came up later, and he said that the question had been raised there in 
your Department, and it was the decision that in case of corruption in 
connection with the Internal Revenue Code, punishment of those 
cases is provided for under section 3748 of the Internal Revenue Code. 
And they raised the question in the legislative counsel that if this was 
not extended otherwise, the corruption under the Internal Revenue 
Code might be exempt from this statute of limitations and not pro- 
vided for under the other section. If the Department of Justice thinks 
section 2 of the bill, the straight extension, would take care of them, 
and the Department of Justice and the Treasury agree that the prose- 
cution of a case of corruption, in the case of an employee in the 
Internal Revenue Bureau, would be taken care of under another sec- 
tion of the law, I have no objection to not having that in the bill. 

I think that you have a different situation in tax cases than you do 
on uncovering fraud in general in the Government, in that on tax 
cases, the taxpayer reports to the Treasury Department an income tax 
return of some nature, and they have 3 years in which to audit that 
case and find fraud. To me that seems to be adequate. I haven’t 
run into too many cases where that wasn’t adequate. 

So I want to make it clear that that case was included not with the 
thought of tax returns, as tax returns were, but only to make sure that 
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we could take care of cases where a taxpayer and a Treasury agent 
might be involved, that we could prosecute those cases. And Mr. 
Pinion pointed out that as they decided it down there, the authority 
to prosecute employees of the Treasury Department was under this 
section of the law. 

Now, I would like for you to check that, and that is the purpose. 
I am not an attorney, so that is the reason I am speaking in this 
manner, 

Mr. Otney. I would like to refer your inquiries along this line, 
Senator, to Mr. Holland of the Tax Division. What I said referred 
only to section (a) of your bill, which is the same as the other bill. 

Senator WILLIAMs. Section (a) is what I meant to say. 

Mr. Ouney. I would rather have Mr. Holland speak on the Internal 
Revenue Code. 

Mr. Hotianp. As I understand it, Senator Williams is speaking 
now not of offenses which are strictly tax offenses, but offenses of a 
general nature by employees of the Internal Revenue Service, which 
would be within the jurisdiction of the Criminal Division. So per- 
haps you may have some information on that, as to the statute of 
limitations situation, Mr. Olney. 

Mr. Otney. I think we will get at it between us. 

The CuarrMan. You understand, gentlemen, that this is an informal 
discussion. You may interrupt at any time you like. 

Mr. Otnery. The change in section 3282 from 3 to 5 would apply, 
of course, and extend to 5 years prosecution of Treasury officials for 
bribery, conspiracy of various kinds, all the garden varieties of offenses. 
So it would serve its purpose without section (b) to that extent. 

But there are these other sections of the Internal Revenue Code, of 
which increasing use is being made—criminal offenses defined by the 
Internal Revenue Code, relating to personnel of the Bureau of Internal 
Revenue. And extending the statute of limitations in title 18 would 
not extend the period for prosecution of those offenses. 

Sut I am a little hazy about this. It is my understanding that on 
those special offenses involving Treasury personnel that are in the 
Internal Revenue Code, there is already a 6-year statute of limitations. 
Am I correct on that? 

Mr. Hotuanp. Under the Internal Revenue Code the general 
statute of limitations is 3 years. There are certain exceptions as to 
which a 6-year period is applicable, and those exceptions include 
offenses involving the defrauding of the United States, the offense of 
willfully attempting in any manner to evade or defeat any tax—and 
that is perhaps the offense most commonly involved in these criminal 
tax prosecutions. 

Mr. Otney. Could I interrupt there a minute? 

Under that provision, for example, it is possible to indict a taxpayer, 
his accountants, his attorneys, and the Treasury officials, if they con- 
spire to defeat the payment of a just tax, for example. And that 
would ordinarily be the provision of law under which they would be 
charged, rather than the regular provisions of the Criminal Code. 

Senator Wiitu1amMs. However, if that extension was not made, 
could you indict those officials under section 3282? 

Mr. Otney. Under this section I speak of, the statute of limitations 
is already 6 years. 

Mr. Houuanp. 


That is right. That is a 6-year statute. 
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Mr. Ruppy. Mr. Chairman, could we insert that section in the 
record at this point? 

The Cuarrman. Yes. Read it and put it right in. 

Mr. Ruppy. Well, it is rather lengthy. 

The Cuarrman. That is all right. Read it, so that everybody 
understands it. 

Mr. Ruppy (reading): 


Sec. 3748. Periods of limitation—(a) Criminal prosecutions 

No person shall be prosecuted, tried, or punished, for any of the various offenses 
arising under the internal revenue laws of the United States unless the indictment 
is found or the information instituted within 3 years next after the commission 
of the offense, except that the period of limitation shall be 6 years— 

(1) For offenses involving the defrauding or attempting to defraud the United 
States or any agency thereof, whether by conspiracy or not, and in any manner; 

(2) For the offense of willfully attempting in any manner to evade or defeat any 
tax or the payment thereof; and 

(3) For the offense of willfully aiding or assisting in, or procuring, counseling, or 
advising, the preparation or presentation under, or in connection with any matter 
arising under, the internal revenue laws, of a false or fraudulent return, affidavit, 
claim, or document (whether or not such falsity or fraud is with the knowledge or 
consent of the person authorized or required to prepare such return, affidavit, 
claim, or document). 

For offenses arising under section 37 of the Criminal Code, March 4, 1909, 
35 Stat. 1096 (U.S. C. title 18, sec. 88), where the object of the conspiracy is to 
attempt in any manner to evade or defeat any tax or the payment thereof, the 
period of limitation shall also be six years. The time during which the person 
committing any of the offenses above mentioned is absent from the district wherein 
the same is committed shall not be taken as any part of the time limited by law 
for the commencement of such proceedings. Where a complaint is instituted 
before a commissioner of the United States within the period above limited, the 
time shall be extended until the discharge of the grand jury at its next session 
within the district. 

(b) Scope of limitations 

Subsection (a) of this section shall apply to offenses whenever committed; except 
that it shall not apply to offenses the prosecution of which was barred before 
June 6, 1932. 


Senator JonnstTon. So on your fraud cases, this would cut it from 
6 back to 5, wouldn’t it? 

Mr. Ruppy. Yes, sir. 

Senator WiLu1AMs. Then is it the general agreement that that would 
not be necessary, by Justice? 

The CuarrMan. I think we ought to let Mr. Holland complete his 
statement. We interrupted him. 

Mr. Houuanp. I don’t believe the bill would cut the period from 
6 back to 5. As I understand the bill, it would substitute for the 
present general 3-year statute of limitations a general 5-year statute, 
and the statute would still contain the exceptions as to which a 6-year 
period is allowed. So that instead of having a 3-year period, generally 
speaking, and a 6-year period in special cases, you would have a 
general 5-year period and a 6-year period in special cases. 

The CuairMAN. Why not remove all doubt and state it so, right 
in the legislation, in Senator Williams’ bill? 

Senator Jounston. I think striking out the ‘three’ and inserting 
the ‘five’? would make that clear. 

Mr. Houuanp. I| think it would. 

The CuarrmMan. Mr. Andrews, do you care to make a statement? 
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STATUTE OF LIMITATIONS 


STATEMENT OF T. COLEMAN ANDREWS, COMMISSIONER OF 
INTERNAL REVENUE 


Mr. Anprews. Mr. Chairman, I appreciate the opportunity to 
appear here this morning. 

Are we on the record? Because what I have to say I am anxious 
to have on the record 

The CuarrmMan. It is on the record. Yes, indeed. 

Mr. Anprews. First of all, I would like to say that we in the 
Internal Revenue Service are very happy to have one who is ac- 
quainted with the past sins of the Revenue Service, Senator Williams, 
attempting to help us out in this matter here, because there is need 
for some action. 

However, | think we can probably focus these things by the state- 
ment that | have prepared and want to read to you, in order that 
there may be no doubt about the thing. Because we have been 
thinking about it a lot since yesterday and have undertaken to get 
it all down into a short statement. 

I would like to say also, before I read this statement, that yesterday, 
before Senator Byrd’s committee, I was asked the question whether I 
favored an extension of the period of limitations for the making of 
deficiency assessments, in cases where no question of fraud was 
involved. And I stated emphatically and now wish to confirm that 
1 do not favor such an extension. My reason for that is that in those 
eases I think that the answer is to have a revenue service that does 
its job in such a way that it is not necessary to keep a taxpayer hanging 
on the hook for more than 3 years before he knows where he stands. 
We have tried very hard to provide that kind of a service, and I 
think we are making a bond deal of progress in that direction. 

As to Senator Williams’ bill and what he is driving at, I want to 
say that we are heartily in favor of it. But there are some aspects 
of it that I think need to be cleared up. 

This is our formal paper. 

This bill would amend section 3748 (a) of the Internal Revenue 
Code which is the general provision covering the period of limitations 
in certain criminal tax oe Section 3748 provides a general 
period of limitations of 3 years after the commission of the offense 
with respect to certain R hows of crimes and a 6-year period of 
limitations with respect - certain other categories of crimes. The 
6-year period is provided for offenses as follows: 

(1) For offenses involving the defrauding or attempting to defraud the United 
States or any agency thereof, whether by conspiracy or not, and in any manner; 

(2) For the offense of willfully attempting in any manner to evade or defeat 
any tax or the payment thereof; and 

3) For the offense of willfully aiding or assisting in, or procuring, counseling, 
or advising, the preparation or presentation under, or in connection with any 
matter arising under, the internal revenue laws, of a false or fraudulent return, 
affidavit, claim or document (whether or not such falsity or fraud is with the 
knowledge or consent of the person authorized or required to present such return, 
affidavit, claim, or document 

The bill would change the period of limitations from 3 to 5 years for 
offenses under section 145 (a) of the Internal Revenue Code. Typical 
of such offenses is willful failure to file a return. 

In other words, that is one of those types of things which in our 
opinion is just as much a crime as to file a false return. And yet in 
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EXTEND STATUTE OF LIMITATIONS 7 
those cases we only have 3 years, whereas in the case of a false return 
we have 6. The two things should be reconciled. 

Your committee will be interested in knowing that the proposed 
Internal Revenue Code of 1954, H. R. 8300, which is now pending 
before the Senate Finance Committee, contains a provision extending 
the period of limitations from 3 years to 6 years with respect to certain 
additional types of internal reveue offenses. That is 3 to 6, not 3 to 5. 
This extension was recommended by the Revenue Service. In the 
investigation of ari offense for which the period of limitations is 6 
years, certain other types of offenses are frequently disclosed and it is 
desirable not to have a period of limitations for these offenses which 
is shorter than the period applicable to the principal offenses under 
investigation. The proposed Internal Revenue Code of 1954 would 
cover these additional offenses by providing a 6-year period of limita- 
tions for the following: 

(4) For the offense of willfully failing to pay any tax, or make any return (other 
than a return required under authority of part 111 of subchapter A of chapter 61) 
at the time or times required by law or regulations; 

(5) For offenses described in sections 7206 (1) and 7207 (relating to false state- 
ments and fraudulent documents); 

(6) For the offense described in section 7212 (a) (relating to intimidation of 
officers and employees of the United States) ; and 

(7) For offenses described in section 7214 (a) committed by officers and em- 
ployees of the United States. 

Now, that is what the new bill will do. 

Since the purpose of the bill before this committee is to increase 
the period of limitations as to certain offenses, it would, in my view, 
be more desirable to provide a uniform period of 6 years for all offenses 
arising under the Internal Revenue laws. 

I would like to add one more thought in connection with my views 
as to the statute of limitations. 

Well, this relates to the statement I made in the beginning, as to 
my testimony yesterday concerning our views with regard to extension 
of the statute where no criminal act is involved. 

Again, we feel that the revenue service ought to be so organized and 
managed that three years is enough time to find out whe ther any tax- 
payer Owes us more money or we owe him a refund. And we think 
that we are headed in that direction. 

The matter of period of limitations for criminal offenses, however, 
is an entirely different thing. As I indicated earlier, I would be in 
favor of extending the period of limitations, and have already gone 
on record that way, as indicated by support for the provisions in 
pending H. R. 8300, which would extend certain periods of limita- 
tions from 3 years to 6 years. And now, if I may, Mr. Chairman, 
and while this does not relate directly to this question, nevertheless, 
it seems to me this is the forum, if we may call it that, before which 
this matter should be brought up, this being the Judiciary Committee 
of the Senate. 

It is all well and good to have statutes that have a long period of 
limitation for bringing of criminal actions against people who commit 
fraud against the Government under the revenue laws. But our 
problem now, one of our big problems, after you have gotten them 
indicted and prosecuted and convicted, is to get some of the district 
judges to understand that you can’t stop this sort of thing by patting 
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people on the wrist. There is no sentence at all in the case of heinous 
offenses sometimes, in our opinion. 

Just the other day a case came across my desk of a man that had 
defrauded the Government or sought to defraud the Government of 
$127,000. He got no sentence whatsoever. He was fined a sum 
of money, a substantial fine, but he was perfectly able to pay the 
fine, and paying it was no great inconvenience to him. And he goes 
right back maybe to doing the same thing all over again. 

We find that a less amount of this occurs in the places where the 
judges give these fellows what they ought to have, and that is a 
prison sentence that is not suspended. 

There was another case not long ago where a man was indicted, 
prosecuted, pled guilty of evading taxes, was fined $2,500, and the 
fine was remitted. He was sentenced to 6 months, and the sentence 
was suspended. I wonder what was the good of trying the fellow. 
It cost us a lot of money. and we got nothing out of it. 

I think we have to make this business of evading the tax laws 
socially unpopular. and if we don’t do it we are going to find that 
our revenue laws are going to suffer the same fate as they have in 
other countries where voluntary compliance has dropped down to 10 
percent in one country and in others to 40 or 60 percent. Once you 
let your revenue laws get to the point where to evade them is a mark 
of distinction and to ‘comply with them a mark of stupidity, your 
revenue laws are out the window. 

That, it seems to me, is the important matter, aside from getting 
the statute of limitations extended far enough in criminal cases that 
it gives us time to run down the proof of the case. 

Often, when you audit these cases you will find it is very difficult 
to build your evidence. We need more than 3 years. We are very 
much in favor of the Senator’s ideas. We think the thing ought to 
be reconciled with the new revenue bill, so that 6 years would be 
uniform for all criminal offenses under the internal revenue laws. 
But I also hope there is something somebody can do to see that in 
the disposition of these cases upon proof of guilt there is enough done 
about it in the way of a sentence to stop this thing from going on. 

The Cuarrman. Thank you, Mr. Andrews. 

[ would like, before the Senator speaks, to have the Attorney 
General tell you how he can make judges impose sentences. When 
they are appointed for life, there is nothing you can do that I know 
of. Do you know, Mr. Attorney General? 

Mr. Outney. No, sir. 

The CuatrMan. You remember the fraud case in Indianapolis 
where a great many lives were lost because of poor watering in the 
planes. There were a great many speeches in regard to it. The 
Senator from South Carolina had something to say on it. There is 
nothing we can do on it. When the judge decides to suspend the 
sentence, there is nothing anybody in this committee can do. 

b Senator Jonnstron. I agree something ought to be done, but there 
is the question of what can be done. We can look at what is causing 
it. And I think the Commissioner will acknowledge that when the 
judge lets the man off light, he makes some statement that the man 
has paid $25,000 penalty, or maybe up to $50,000 in some instances. 
And when they do that, the judge sometimes even in open court makes 
a statement to the effect that they have done that, taken that into 
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consideration, as if it was part of the sentence he is imposing upon 
them at that time. Isn’t that true? 

Mr. Anprews. That is true. But if this matter were brought by 
some appropriate authority to the attention of the Chief Justice, who, 
as | understand it, is the administrative head of the judiciary system of 
the county, and those nine judges each are responsible for an area of 
the country, I can’t believe that if this matter were presented to them 
in a proper light they would not do something to prevail on these 
district judges to deal with these matters from the standpoint that 
you cannot stop tax fraud by merely imposing fines. The people 
guilty usually are able to pay those fines, and that is no deterrent to 
them at all. You have to take their liberty away from them for a 
period of time sufficient to make it unpopular. 

Senator Jonnsron. That statement may be true, that the Chief 
Justices could have some influence on some. But knowing some of the 
Federal judges, I don’t know but what it might react right in the 
opposite direction. They will say, “I am listening to this case. I 
am passing upon all the facts in the particular case. And I am going 
to continue to do so.’”’ That will be probably the attitude, and with 
their being appointed for life you couldn’t put them out of office on 
the basis of a case of this kind. 

I know a judge that if the Chief Judge would tell him how to try his 
cases, he would resent it. 

Mr. Anprews. I know of one who told me very frankly some time 
ago that if a man came before him of a certain profession with a 
hitherto honorable record, no matter how much he hed defrauded the 
Government out of or the method by which he had done it, he would 
not sentence him to prison. I merely want to say to you gentlemen, 
as the man responsible for the administration of the income tax laws, 
that these light sentences are doing more to make evasion of taxes 
socially acceptable in this country than any other one thing that I 
know of. 

There will always be people, of course, who will be outright crooked 
in the handling of their tax matters. You will have another group 
who will skirt around on the fringes and periphery of illegality, with 
the hope that they will get away with it. But the vast majority of 
the people are honest. 

I will tell you right now, though, that they are not going to stay 
that way, and we will get into the same position as other countries if 
something isn’t done to make it socially unpopular to evade these 
laws 

I only sound that warning to you as a man who has to deal with 
this every day. I see that coming. Itis dangerous. It is dangerous 
to our whole revenue system, in my opinion. It is dangerous to the 
whole stability of our Government. 

Senator JonnstTon. I agree with that what you said is correct. 
But there are some States, if you will search the record, where I think 
you will find that they have never sentenced a man to imprisonment 
from that State for income tax evasion. I am not speaking of my 
State, because we have. But you will find that to be true. And they 
will make the statement like you say, that they paid the penalty. 

Mr. Anprews. By the time the Department of Justice does its 
work on it, gets it before the grand jury, and tries it, we have spent 
an awful lot of money. And then we find ourselves at the crucial 
moment deprived of our opportunity. 
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Senator Jonnston. We find the Justice Department in that 
embarrassing position in a lot of those cases. 

Mr. Anprews. I hope we are giving them full cooperation. But 
you have two Departments of the Government working until their 
tongues are hanging out to get a job done, and then they find them- 
selves let down completely and flat on their face when the whole thing 
is over. It just doesn’t seem right. 

The Cuarrman. I might say, Mr. Andrews, that the chairman of 
this committee will see that the record here is sent to Chief Justice 
Warren, with your full statement, and I will request the Chief Justice 
to get in touch with the Federal judges all over the country and bring 
your views to their attention. 

There is, however, another aspect to this, that I think should be 
brought to your attention, and I was delighted to know you were 
going to be here, and I got a State senator from North Dakota to 
come out. Senator Nordhougen is here. Because we have another 
problem in our State. We only have one Federal judge, and whenever 
a case comes before him, he treats them all alike—3 years in the 
penitentiary. That has been his universal custom. Now, your 
Department has gone ahead out there, Mr. Andrews, and your prede- 
cessors have, and they are going to pick out some poor farmer. Here 
is a farmer that hasn’t got the advantage that these big-business men 
have of having accountants and of having lawyers. A little while 
ago you prosecuted a man out in North Dakota, just a few weeks ago; 
that for a a of 3 years they claimed didn’t report $11,000. 

| think 1 year it was $2,000. Another year it was three or four 
thousand nts: 

Now, I happen to know that farmer. I have known him for a 
great many years. He is just as honest as either you or I, in my 
opinion. I have had a lot of experience with him. He was convicted 
by a jury, and the judge makes no distinction. He gives him 3 years 
in the penitentiary. And I suppose he is going to serve it, less good 
time. It doesn’t seem to me fair that your or the Department of 
Justice should take a farmer, who hasn’t had any education whatso- 
ever, who hasn’t had lawyers, who hasn’t had an accountant, who 
perhaps has gone to a country banker and thrown a lot of receipts to 
him and a lot of canceled checks and said, ““Make up my report.” 
You have one man still on your payroll, I think, out there. 

I will show you what he did. He went out to the farmer and got 
his entire statement and went back a few days later or a few weeks 
later, got mileage for it, and he said, ‘‘You only reported the sale of 
so many turkeys, and we are satisfied you sold 50 more turkeys than 
you put down on your report.” 

He went out to that farmer four different times. And he finally 
said to him, “If you will just pay $250 more, it will be all right.” And 
he went all through that Red River V alley area and did ‘that. And 
these farmers would rather pay $150 or $200 rather than go to court 
or rather than have their names in the newspapers. 

I can assure you that I made a thorough investigation of that, and 
I finally introduced a bill, which didn’t pass, that if any of your 
agents went out and bluffed the farmer or the small-business man 
who didn’t have the advantage of lawyers and counsel, that fellow 
ought to go to jail himself. 

You know, taking advantage of their position, they walk in there 
and bring out their identification and scare the poor fellow almost to 
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death. And that fellow makes settlement after settlement after 
settlement of money he doesn’t owe. 

As I say, I won’t have any trouble at all in substantiating that any 
time you wish to go into it. 

That was done before you became Commissioner of Internal 
Revenue. 

I asked the senator to be here today to describe conditions in North 
Dakota. Senator Nordhougen is one of our outstanding businessmen 
in the State, is also a farmer, and he is thoroughly acquainted with 
conditions there. 1 want to ask him if that isn’t about the situation 
out in North Dakota. 


STATEMENT OF HON. ORRIS G. NORDHOUGEN, MEMBER NORTH 
DAKOTA STATE SENATE 


Mr. NorpuoucGen. Senator Langer, there is no question but what 
you have voiced the thinking of the grass-rooter, the farmer, of our 
State of North Dakota. And as mention has been made that igno- 
rance of the law excuses no one, at the same time there is that ignorance 
in not having the information. And as the Senator has brought out, 
not having the accountants and not havi ing the records kept prope rly, 
a lot of misunderstand: ngs have been brought about, and likewise 
injustices, 

I want to say, gentlemen, that I am very happy to have attended 
this hearing as a guest of the Honorable Senator Langer from North 
Dakota. And in just making this brief statement, I want to say that, 
again, it is the grass-rooters’ opinion that this piece of limitation, ex- 
tending the limitation 2 more years, to give, would bring out something 
that is “close to the minds of ev verybody, and that is our fear of corrup- 
tion in Government. 

The CuarrMan, I will ask if there wasn’t an acquittal in North 
Dakota in a case of fifty or sixty thousand dollars several years ago. 

Mr. NorpuouGen. Right. 

Senator Lancsr. I am : telling you if you keep on bringing in fellows 
for two or three or four or five thousand dollars a year, you will have 
more and more resentment out there when they pick up a newspaper 
and read a case of $50,000 where the fellow never went to jail at all. 
I saw one the other day where a fellow owed a hundred thousand 
dollars, a big star, who didn’t pay a cent. As I remember, you took 
thirty or forty thousand dollars from him. That is in your adminis- 
tration Mr. Andrews. 

I don’t say you did it, but the judge or whoever is responsible for 
it took thirty or forty thousand dollars, and the fellow never went 
to jail at all. 

Now, a farmer out in North Dakota or the Midwest will read that, 
and he doesn’t like it. And I think that will do more to tear down 
your administration of justice than almost any other thing that I 
can think of. 

Senator Jonnston. Mr. Chairman, aren’t we talking about some- 
thing where no two judges will give the same sentence? It is our 
system here in the United States to leave it to the judge to sentence the 
man, as the usual thing, without too much, you might say, in the way 
of binding rules and regulations as to what the sentence might be. 

I know in our State I was governor down there two terms, and I 
had certain judges that when a case came in before me for the board of 
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parole, I wouldn’t look at it. I knew this judge gave twice as much as 
any other, and I didn’t care to read the report because I knew what his 
record was. 

Some of your Federal judges give heavy sentences and some light 
sentences. Some will make it light and others stick it to him. The 
individual factor enters into it. 

What we are facing is a problem here. And the only way to handle 
it, as I can see it, is by having at your bar associations, and when 
the judges meet, somebody present to make speeches and try to get 
them to do what is right in regard to the matter. 

Senator WiiiiAms. Mr. Chairman, of course, this subject has 
nothing to do with the bill before us, but I think that Mr. Andrews 
and you both have raised a point that we are going to have to find 
some answer for. 

I have discussed this with Mr. Andrews before. I made a state- 
ment in the Senate a couple of months ago, in which I pointed out a 
long list of cases that had been tried in courts, and I put in the names 
and the cases, and they were all, if I remember correctly, over a quarter 
of a million, but I think a half million and up. I put in a list of those 
cases, in which, while they had all been found guilty in the courts, 
not a single one drew a sentence. They all drew suspended sentences 
and just nominal fines. And in not a single instance had there been a 
dime of tax paid on any one of these. 

So, although the Senator from South Dakota spoke about cases 
where the judge took into consideration a 50 percent fraud penalty, 
that was not a determining factor here, because no tax was paid on any 
of the cases, nor was any sentence served. And when you hit those 
cases, and they come out in the papers before the people, you are 
going to get a breakdown in our tax laws, and in addition to that, you 
break down the morale of the agents in the Department, because they 
go to a lot of trouble to work up these cases. They see these men 
work years on them in the Department of Justice, and they see these 
cases go to trial. And I have talked to a lot of these agents through 
the field who have said that they have been thoroughly disgusted and 
almost sick to think that in turn they were a party to preparing a tax 
case against some little taxpayer of a few thousand dollars who 
couldn’t perhaps employ the proper attorneys. He goes into court, 
pleads guilty, and draws a sentence and a heavy fine. 

I made the statement that I think the judges should be reminded 
of this. 

But I think also—and I don’t know whether it is the answer or 
not—that the Treasury should give some consideration to perhaps a 
revision in the laws wherein first offense taxpayers could settle their 
tax cases with, we will say, the 50 percent fraud penalty. Maybe 
that isn’t enough. But remove the criminal phase from the first 
offenders or maybe from the first offenders below X figure. 

I don’t know that that is the answer, but I do think it will be a 
contributing factor toward breaking it down. People read that these 
larger taxpayers get off with nominal fines and no payments, and 
maybe they settle their taxes later for a fraction of what they were 
originally assessed. And then, as was called to my attention in con- 
junction with that, a fellow down in one of the Southwestern States 
and two other individuals had defrauded the Government of five 
thousand and some dollars, and they pled guilty, and the judge sen- 
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tenced them toa year in jail, each of the partners, with a privilege of 
serving alternate terms. 

You can’t reconcile those sentences. I dont think it is enough to 
sit back and say that a judge in one State is hardboiled and a judge i in 
another State is lenient. The laws are made by the Government here 
in Washington. They are applicable to 160 million people. They are 
supposed to be enforced in California the same as they are in Delaware 
and North Dakota and all other States. And I think we, in the Con- 
gress, have a right to insist that they are enforced, and I think that 
Treasury and Justice have a right to expect them to be enforced on 
the basis of equality, not based on whether I live in the judiciary 
district of a lenient judge or a hardboiled judge. I don’t think that 
has anything to do with it. 

I don’t know the answer to it, but I think it is something to which 
we must come up with the answer, because it is a problem that can 
confront us, and I think it is one that must be answered in some way. 

Mr. Anprews. Mr. Chairman, I wonder if I may be priveleged to 
address myself to some of the matters that you and the other gentle- 
men have mentioned? 

The CHarrMan. Certainly. 

Mr. Anprews. You have brought us under fire to an extent, and 
I won’t disagree that some of the things you said are entirely justified. 

First of all, let me say this: The kind of cases you were talking about 
in North Dakota came up under the old system under the collector, 
who no longer exists as such. ‘They are integrated now in every dis- 
trict under the district director, who has control of all aspects of 
internal revenue operation in that district. 

Under the old setup, the collector could on his own do just exactly 
what you have said. And often undoubtedly, it resulted in injustice. 
In your case, vours being largely a farming section, any injustices that 
occurred would naturally fall to some extent upon your farmers. 

We do not operate in that way any more, although I am not sure 
that our system completely corrects the difficulty. What we do now 
is to select for examination as many cases as the number of people we 
have available in each district can handle within a year’s time. Those 
cases are selected, on the basis of statistical analyses, as being the 
cases which would be most likely to contain substantial tax errors. If 
it happened to be a farmer, it would be a farmer. If it happened to 
be a businessman, it would be a businessman. 

When we come up with a case where there is something wrong, we 
have to proceed with it. We can’t drop the case because the man 
happens to be a relatively small individual, small in the character of 
his operations, or he doesn’t know bookkeeping. We have to go for- 
ward with that case. What we do in that case—it is our policy and I 
am sure it is the policy of the Department of Justice in reviewing 
what we recommend to them—is that we only prosecute people that 
we think have deliberately undertaken to evade the tax laws 

We make a recommendation for prosecution to the Department of 
Justice, and they review that and decide whether they think it should 
be prosecuted. Sometimes they disagree with us. Sometimes we 
disagree with their decision when they disagree with us. But, never- 
theless, we work together. And I have found no evidence in this 
present administration—that is all I know anything about—of any 
disposition on the part of the Department of Justice, any more than on 
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our own part, to prosecute anybody who we do not think should be 
prosecuted, who we do not think has done something to justify 
prosecution. 

So much, though it is rather brief, for the question of how we 
happened to prosecute a farmer instead of some fellow that is a big 
operator. And so much for our policy, as to how we select the cases 
for prosecution. 

I would like to say a word about that nollo contendere case. You 
mentioned the movie star caught for a large sum of money who pled 
nollo contendere, and nothing happened, but your farmer went to 
jail. There you put your finger right on the question that I have 
raised. That is not our fault. That is the fault of the courts. And 
as to the thirty or forty thousand dollar case, where we check for a 
much larger assessment, let me point out how those things operate. 

When we come across a criminal case, as soon as we establish the 
fact that it is a criminal case, and the Department of Justice decides 
that it should be prosecuted, rightly or wrongly, all effort to collect 
that money ceases until the prosecution is over. 

In the meantime, if you get a conviction, or if you don’t, we very 
frequently find ourselves up against the question of inability to collect 
all that we assert is due. 

[ am not sure whether that is the right policy or not. The question 
is, Do you want people convicted of violating tax laws so that you will 
deter others from trying the same thing, or are you merely interested 
in money? 

Every man, I think, would make a decision in that case according 
to the way he was raised. I was raised in a way that says to me, 
“YT would rather see that man in jail even if I have to lose the tax, 
because it will stop others from doing the same thing and preserve a 
system that I am devoted to.” 

Now, as to the settlement, what happens oftentimes in those cases 
is that we will run up against a situation where it is almost impossible 
to determine with exactness just how much a man’s income was. 
We will find ourselves with a case on our hands that something has 
to be done because the revenue may be in jeopardy, and we have no 
alternative but to make what we call a jeopardy assessment in order 
to protect the revenue. That is required by the law that you gentle- 
men passed and we have to enforce, and we have to enforce or else 
ve are guilty of neglecting our duty. 

We do in that case what anybody would do. We are very certain 
that the jeopardy assessment is going to be large enough to cover all 
possibilities. 

And frequently you will find yourself having assessed a man with 
a great deal more than he actually owes. 

And so, when you finally come to the question of settling with 
him, you then have to make a determination of what, now, exactly, 
this man owes. That is the first determination. 

In the case you mentioned, he might have owed $150,000, and 
we might have accepted $30,000 or $40,000. Why? No. 1, we might 
have determined that actually he didn’t owe even $75,000. 

Your next question is, Has he got it? And what do you do to 
getit? In that case, we get all that we possibly can. And frequently, 
you will find compromises of the civil liability that are very sub- 
stantially below the original jeopardy assessment, first, because 


EXTEND STATUTE OF LIMITATIONS 15 


maybe the original assessment was too high, was made high as a 
matter of caution, to protect the revenues of the Government. ‘Two, 
that no matter what you assess him he hasn’t got the money and 
you can’t get any more blood out of the turnip than there is in it. 

So much for that. 

As I said, the question of prosecution in the final analysis is de- 
cided by the Department of Justice. We recommend it to them. 
If we don’t recommend prosecution, they don’t get it. So they only 
get cases where we recommend prosecution. ‘They are the ones that 
have to try it. They are the ones that can best determine, we think, 
whether they can get a conviction, whether they have got a case 
that they ought to go to court on. We work together on that. 

Now, I think what I have already said, about the other matters 
probably explains the last item I have here, and that is the loss of 
taxes in the case of prosecution. We do frequently lose, when we 
have to prosecute, because of staying the civil action, staying the 
collection, until the criminal action is over. Oftentimes, in dealing 
with people that are criminal violators, we find they are pretty adept 
at hiding their resources, hiding their funds. Just the other day we 
ran into a situation of a man who owed us a lot of additional money. 
We didn’t think the fellow had anything. 

But by a little careful investigating, we found out that he had a 
lockbox. And that man, a man that you or I or anybody else would 
have thought was a man of no means, nonchalantly peeled off a 
hundred thousand dollars out of that lockbox and handed it to us. 

So I say to you gentlemen, criticize us if you like. You have a 
perfect right to do it. All I can say is that we are trying to administer 
the law as you handed it to us and in a way that we think is fair and 
just. We are not trying to jump on anybody. We are not trying 
to be unfair to anyone. We are trying to treat everyone alike. 

We have to prosecute small people as well as large ones. We 
think we should. And we do the best we can under a difficult 
situation. 

It is never pleasant to me, and I am sure it is never pleasant to 
even the prosecutors in the Department of Justice, to have to put a 
man up to the determination of courts as to whether his liberty is 
to be taken away from him. But, after all, what is it that we are 
finally working toward here? We are working to preserve an internal 
revenue system and the traditions of Government under which we 
live. That is what it finally boils down to. And if we don’t preserve 
it, you know the answer as well as we do. There is only one “ism” 
that worries us, and one of the surest way I know of to embrace that 
“ism” is to let our internal revenue system collapse and bring on 
economic collapse. 

Senator Jounston. That is true. 

The CuarrMAN. We are not critizing your Department in any way. 
We have the highest regard for you, and we think you are doing a 
fine job. 

Mr. ANpDREws. I am not offended at all. Don’t worry. 

Senator JoHnston. Speaking of the cases compromised, you may 
think they owed you a quarter million dollars in the beginning, and 
then you find that maybe that money was passing through the banks 
a couple of times. And then you cut it down and act in accordance 
with that. 
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Mr. Anprews. Let me give you an illustration. 

I settled a case with a man originally charging him $500,000. I 
settled with his widow for $3,800, as I recall it. That was a black 
market case where the man was charged with every bit of the money 
that went through the bank account regardless of where it came from. 

Bear in mind that receipts are not necessarily income. In that 
particular case, of course, the bank showed everything he got from 
the sales in black market operations. This was an old case. He was 
not, however, allowed any credit for what he paid for those goods. 
And when we got into it, we concluded that at best this man couldn’t 


have made more than $50,000 out of it. And then we looked at what 
that widow had. And that widow voluntarily gave up some of her 


own money which had been left her by her father in order to pay as 
much as she could on that debt. 

[ took that $3,800 with a great deal of misgivings. I was torn 
between my duty to the aopetaaes and nh sympathy for her. 

There was the case I called you about recently in your State, 
Senator Johnston, of a man who is in deep obligation to us, owes us a 
lot of money. But I believe that that man can pay us out. 

And, as I recall, I asked you if you thought I would be subject to 
criticism if I gave that man a chance to pay up and thereby preserve 
his business. 

Senator JounsTon. I recall that. You called me. 

Mr. Anprews. I just cite that because I want you to know we 
are not trying to destroy people. Not by a long shot. We are 
going to save everybody we possibly can. But I will say very frankly 
that I have no patience with a deliberate tax evader, none whatsoever. 
And I will not yeild an inch as to that kind of a person. 

The Cuatrman. | think, Mr. Andrews, you will find the whole 
committee in back of you on that. I don’t think any of us want to 
go easy on any of those fellows, small or large. 1am quite sure about 
that. 

Mr. Ruppy. Mr. Chairman, I have a message from Senator Butler’s 
office. He is out of town, regrets he can’t be here, and he would like 
permission to file a statement for the record. 

The CuarrMan. It will be granted to him. 

The CuarrmMan. | think, Senator Johnston, that we had better 
have the staff and Mr. Olney and Mr. Holland perhaps go over Mr. 
Williams’ bill and amend it in accordance with what we say here this 
morning. 

Does that suit you, Senator? 

Senator WiiuiAms. Yes, that suits me. 

As I said before, the legislative counsel prepared this language, and 
they thought that perhaps without it there might be a loophole 
left. And, as I said before, if it is determined it isn’t necessary, I am 
not insisting on it, but we want to be sure when we do this job we do 
it so that each of you will be armed with the authority you need to 
carry out the laws as Congress wants you to carry them out. 

The Cuarrman. I promise you by the time Mr. Olney and Mr. 
Andrews and Mr. Holland get through, there won’t be any loopholes. 

Mr. ANpDREws. Senator, would you be in general agreement with 
us as to making this whole business 6 years rather than 5? 
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Senator WiturAMs. If there is good reason for it, I have no objection. 
The 5 years was suggested by unofficial conferences with Justice. 
And although, by making yours 6, it would make it uniform, at the 
same time it would make a difference between title 18 and the other. 
Whether in adjusting one case and establishing uniformity there, you 
are breaking it down somewhere else, you can just settle that point 
between you. 

Mr. AnpRews. I was under the impression from our attorneys that 
what we were suggesting would reconcile the situation with the new 
law that is now going through and would also meet these other 
problems. 

Senator Wituiams. I have no objections to it. Because, as you 
know, while the Finance Committee, of which I happen to be a mem- 
ber, hasn’t acted, I am reasonably certain that there is going to be 
no objection, and it is going to be adopted. And if you wanted to 
carry out the provisions as provided in H. R. 8300, I have no objec- 
tions to that, if you want to do that, because I think they are going 
to be adopted over there anyway. 

I certainly have no objection. 

The CHarrMAN. We can so recommend it to the full committee, if 
agreeable with you. 

Senator Jonnston. You say the Finance Committee is working on 
this same thing? 

Mr. Anprews. They are working on those additional sections which 
I read; 4 to 7, wasn’t it? 

Senator Jonnstron. It might be well for the staff to keep in touch, 
so that we could work along together and what is done there would 
be done here. 

Senator WituiAMs. I just raise that as a member of that committee. 
I don’t care where it is worked out. Because I think we are working 
against a time limit, and I think it is very important that we get 
this through as rapidly as possible. 

I think it would be well to confer with the chairman of the Finance 
Committee, and if he would be agreeable to leaving the corrections 
to the code in 8300, it might be well to give consideration to some of 
those cases being made in the tax bill rather than taking them out 
and making them here. 

If it is all right with the chairman of the committee, I certainly 
have no objection as to which place they are adopted, just so it won’t 
hold up the bill and we can get it through as rapidly as possible. 

Mr. AnprRews. Our problem is that we have so many penalties and 
statutory limitations in the law that we would like to get as many of 
them uniform as possible. 

The CuHarrmMan. So don’t you think we had better report out this 
bill, and then, if the Finance Committee does carry theirs, it can be 
put on the calendar? 

Senator Wiuuiams. If this bill is reported out without all of the 
recommendations embodied in the Finance Committee’s bill, and the 
Finance Committee’s bill comes out a month or two later, it would 
just merely supplement this. 

The CuHarrMAN. Even so, it wouldn’t do any harm? 
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Senator Wituiams. No. It wouldn’t do any harm. We can report 
this out and get it through. I have no objections either way. 

Mr. AnpreEws. I was just going to suggest, if I might, that if we 
make yours 6 instead of 5, then the thing will be together. 

The CHarrMan. I didn’t understand you. 

Mr. Anprews. I said if we made the Senator’s bill 6 years instead 
of 5, then no matter what the Finance Committee does, if they adopt 
the bill, the two things are in consonance with each other. 

The CHArRMAN. You have no objections? 

Senator Wiiu1AMs. No, I have no objections to that, not at all. 

The CuarrMAN. Let the record so show. 

Thank you very much, gentlemen. 

(Whereupon, at 11 a. m., the hearing was recessed.) 
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